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1. SUMMARY. USFK, AT SOFA SUBCOMMITTEE LEVEL, HAS REJECTED 
ROKG ATTEMPTS TO RAISE ELECTRIC RATES THROUGH REINTERPRETATION 
OF SOFA PROVISIONS. HOWEVER, ROKG EXPECTED TO PERSIST IN SEEK- 
ING HIGHER RATES, WHICH WOULD ADD SEVERAL MILLION DOLLARS 
YEARLY TO USFK COSTS. IN SUCH EVENT, EMBASSY/USFK WILL SUBMIT 
SPECIFIC PROPOSALS AND RECOMMENDATIONS. PURPOSE THIS MESSAGE 

IS MERELY TO ALERT STATE/DEFENSE TO POTENTIAL PROBLEM. 

END SUMMARY. 

2. USFK IS AGAIN ENGAGED IN PROTRACTED CONSULTATIONS ON TWO 
ELECTRIC POWER RATE INCREASES PROPOSED BY THE ROK ON 13 
FEBRUARY 1974 AND 16 DECEMBER 1974. (REFERENCES A 
THROUGH D REFER TO PREVIOUS UTILITY RATE ISSUES AND 
NEGOTIATIONS). UNTIL NEGOTIATIONS ARE COMPLETED, USFK 
WILL CONTINUE TO PAY FOR ELECTRICITY AT THE AGREED RATES 
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THE CURRENT DISCUSSIONS WILL BE RETROACTIVE TO THE 
ABOVE-CITED 1974 DATES. 

3. THE NEW RATE SCHEDULE WHICH THE ROKG HAS PROPOSED FOR 
CONSULTATION BY THE SOFA ROK-US UTILITIES SUBCOMMITTEE DEFINES 
A TARIFF SCHEDULE (TARIFF 2. GENERAL SERVICE B) WHICH 
SPECIFICALLY INCLUDES "...MILITARY FACILITIES (INCLUDING 

THOSE FOR FOREIGN ARMY IN KOREA..." THE COST PER KWH UNDER 
THIS SCHEDULE IS $0,537. UNDER THE PREVIOUS SCHEDULE, 

THE USFK PAID AT THE RATE APPLICABLE TO GENERAL SERVICE OF 
4 KW OF CONTRACTED DEMAND AND OVER. WHICH WAS $0.0127 PER KWH. 
UNDER THE NEW SCHEDULE INDUSTRIAL USERS ARE ACCORDED A RATE 
WHICH IS $0.021 1 PER KWH. THE ROKG CLAIMS, HOWEVER, THAT 
THIS IS A GOVERNMENT SUBSIDIZED RATE STRUCTURE SOLELY 
FOR INDUSTRY TO FACILITATE KOREAN PARTICIPATION IN INTERNA- 
TIONAL MARKETS TO OBTAIN FOREIGN CURRENCIES FROM EXPORT 
SALES. BASED ON THE AVERAGE MONTHLY CONSUMPTION BY USFK 
INSTALLATIONS, THE DIFFERENCE IN ANNUAL COST BETWEEN THE 
INDUSTRIAL RATE AND THE RATE APPLICABLE TO THE MILITARY 
WOULD BE APPROXIMATELY NINE MILLION DOLLARS. 

4. THIS IS THE FIRST 

TIME THAT ELECTRIC POWER RATE 

SCHEDULES HAVE BEEN UTTT.T7.ED TO RESTRICT THE USFK TO A 
CATEGORY OF MILITARY USER, AND ROK NEGOTIATORS HAVE 
ADHERED TO THIS CATEGORIZATION FIRMLY. THEY HAVE OFFERED, 
HOWEVER, AS A RECENT "COMPROMISE", A 30 PERCENT DISCOUNT FOR 
INSTALLATIONS WITH A CONTRACTED DEMAND OF 20 KW OR LESS 
(AS HAS BEEN THE CASE), AND A NEW 10 PERCENT DISCOUNT FOR 
THOSE INSTALLATIONS WITH A CONTRACTED DEMAND IN EXCESS OF 
200 KW. 

5. THE U.S. NEGOTIATORS MAINTAIN THAT THE USFK IS ENTITLED 
TO THE INDUSTRIAL RATE BY THE PROVISIONS OF PARA 2, ARTICLE 
VI OF THE SOFA THAT "...USE OF SUCH UTILITIES AND SERVICES 

BY THE UNITED STATES SHALL BE IN ACCORDANCE WITH PRIORITIES, 
CONDITIONS AND RATES OR TARIFFS NO LESS FAVORABLE THAN THOSE 
ACCORDED ANY OTHER USER." THE PHRASE "ANY OTHER USER" WAS 
INTERPRETED BY THE JOINT COMMITTEE IN 1969 TO MEAN "ANY 
OTHER GENERALLY COMPARABLE USER" (37TH JC MINUTES). 
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6. THE CRUX OF CURRENT NEGOTIATIONS IN NE NTERPRETATION 
OF "GENERALLY COMPARABLE USER."GSROK OFFICIALS MAINTAIN THAT 
THE COMPARABLE RATE APPLICABLE TO USFK IS GENERAL SERVICE B, 
WHICH INCLUDES ALL MILITARY, RATHER THAN THE MUCH LOWER 
SUBSIDIZED RATE FOR LARGE INDUSTRIAL USERS. USFK POSITION 
IS THAT UNDER SOFA USFK IS ENTITLED TO RECEIVE THE LOWEST 
RATE ACCORDED USERS OF COMPARABLY LARGE VOLUME. 
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7. THERE IS A POSSIBILITY THAT THE ROK NEGOTIATORS WILL 
EVENTUALLY ACCEPT THE U.S. DEFINITION OF "COMPARABLE USER" 

AND OFFER A NEW RATE SCHEDULE BASED ON ACTUAL GENERATING 
COSUM IF THIS DOES OCCUR, THEN IT WILL BE EXAMINED CARE- 
FULLY AND ALL CONCERNED WILL BE KEPT INFORMED. 

8. FOR THE PRESENT, EMBASSYAJSFK SEE NO REASON TO DEPART 
FROM PREVIOUSLY APPROVED POSITION OF FAVORED USER, AND 
HAVE NO CURRENT PLANS TO DO SO. IF, HOWEVER, AS WE ANTICIPATE, 
ROKG REMAINS INSISTENT AND IMPASSE REACHED, WE BELIEVE IT 
MAY BE NECESSARY TO CONSIDER SOME FORM OF COMPROMISE, 

SUCH AS RATES BASED ON ACTUAL MINIMUM COST. IN SUCH EVENT, 
EMBASSYAJSFK WILL SUBMIT SPECIFIC PROPOSALS AND RECOMMENDA- 
TIONS. PURPOSE THIS MESSAGE IS TO ALERT STATE/DEFENSE TO 
POTENTIALLY TROUBLESOME AND COSTLY PROBLEM WHICH MAY REQUIRE 
REINTERPRETATION OF SOFA LANGUAGE TO RESOLVE. 

SNEIDER 
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